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Abstract 
The rapid spread of information and communication technology (ICT) has made electronic banking 
the best channel to provide banking services/products to customers. The quality of online banking 
services has become a major area of attention among researchers and bank managers due to its strong 
impact on business performance, profitability and customer service delivery. Hence, banks now consider
online banking as part of their strategic plan. This paper provides a model with 5 factors on the 
following dimensions: cost, convenience, security, online banking and customer service delivery. The 
study employed some hypotheses in order to guide the research in achieving the overall aim of the 
research as well as testing the stated hypotheses by using Structural Equation Modelling (SEM). The 
findings of the study reveal that security and convenience are the major drivers of customer service
delivery of online banking in Malaysia. In addition, using online banking service context, the study also 
found a strong empirical evidence for measuring customer satisfaction with electronic banking services. 
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1. Introduction 
A strong online banking services are an important drivers in the banking industry for bank’s 
performance and customer service delivery (Thulani, et al., 2011). It can have a significant effect in 
supporting economic development through efficient financial services (Aliyu et al., (2012a). As the 
banking industry is becoming global in nature, faces a competitive environment; banks are forced to 
balance the goals of outreach and sustainability. Thus, online banking may be the instigator of this new 
environment and the prime mover in terms of providing the potential solution for bank's survival in the 
near future (Anyasi, et al 2009; Musiime, 2010; Hazlina, et al 2011a and Hazlina, et al 2011b). 
Research has proven that, electronic banking services (EBS) are the wave of the future banking by 
providing enormous benefits to consumers in terms of ease and cost of transactions through online 
banking (Nsouli, et al, 2002; Markku , 2012). 
 
Due to little research conducted in Malaysia in the areas regarding accessing the external factors that 
entice or discourage customers to patronize online banking, there is a strong  need for this study to 
address two major issues. The first one  is to conduct an empirical study so as to assess the 
significant factors that may cause online banking to have an impact on customer service delivery in 
Malaysian commercial banks. Secondly, there is a need to examine the relationship between the 
factors that may affect online banking services and customer service delivery in Malaysian banks. 
 
By understanding the basic factors that encourage customers to patronize online banking, this will 
go a long way in reaping the benefits of online banking and also for banks to remain competitive and 
profitable in the long run (Thulani et al., 2011). 
2. Factors Inhibiting Online Banking Adoption  
Behavioral (external) factors are the important determinants of online banking adoption as disclosed 
by Rahmath, et al. (2011).   Behavioral factors pertaining to convenience, security, cost, prior 
experience and volume of transaction are the focus of this study as they have a reciprocal influence on 
customer service delivery (Suganthi, 2010; Ombati, 2010 and Ahmad, 2011).  
2.1 Cost 
This is one of the major factors that influence consumers' adoption of innovation Aliyu at al. 
(2012a) stated that for consumers to use new technologies, the technologies must be reasonably priced 
relative to alternatives. Otherwise, the acceptance of the new technology may not be viable from the 
standpoint of the customer.  
2.2 Security 
This is another very important factor in determining the decision of customers to use online 
banking. Aliyu et al. (2012b) identified security as an important characteristic from a customer's 
perspective on the adoption of innovation. 
2.3 Convenience 
This is considered to be an influential factor for the use of online banking.  Still, there is  a positive 
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relationship between convenience and service delivery vie online banking, such as the ability of online 
banking to meet users' needs using the different feature availability of the services. (Malarvizhi, 2011). 
Previous researches reveal that customers are more sensitive to the behavioral factors mentioned 
above in terms of customer service delivery vie online banking than the internal factors. This means that 
there is a direct relationship between technology and behavioral (external) factors in the adoption of 
online banking. Therefore, the level of online banking adoption will directly impact on the degree to 
which the customers are satisfied, in terms of the behavioral factors (Musiime, 2010). This reveals 
that effective service delivery on behavioral factors may result in customer loyalty (which impacts 
their future utilization of online banking patterns) in relation to other factors, just like it has on customer 
satisfaction. Thus, banks should give high priority to behavioral factors and should consider it as 
important key drivers towards successful implementation of online banking (Khong, et al., 2006; Nek, et 
al 2009; Shirshendu and Sanjitkumar, 2011).  
3.  Customer Service Deliver in the Banking Industry 
According to Munusamy, et al., (2010), the study of customer service delivery has gained interest 
just after the concern on improving the quality of products and services become increasingly important 
in the globe. Today, information and communication technology, competition, deregulation and 
globalization have changed the landscape of the banking industry in such a way that it is characterized 
based on the services the banks offer to customers across the globe. This is one of the major reasons 
why the banking industry is among the most intense in deploying high technology innovation (Drucker, 
1985a; Drucker, 1999b and Shoebridge, 2005). It is noticeable that online banking enabled banks to 
service customers not only in branches and other dedicated services sites but also in a numerous of 
other channels (Al-Hawari, et al., 2005 and Lovelock, 1996).  
 
Thus, delivering effective customer service is indeed an important marketing strategy (Berry and 
Parasuraman, 1995), but the difficulty in defining customer service delivery in deploying a specific 
contextual instrument for  measuring such constructs represents important constraints for the banks 
to approach their markets ( Atul, 2012). 
4.  Conceptual Model and Hypotheses 
For the purpose of understanding the factors influencing online banking services towards customer 
service delivery, this paper proposes a conceptual model (see figure 1 below). This conceptual model is 
developed based on several previous studies related to electronic banking, behavioral factors, banking 
application, and customer service delivery. 
 
H1 
 
H2 H4 
 
 
H3 
 
 
Figure 1: Conceptual Research Model 
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The following hypotheses are developed based on the conceptual model and literature review 
discussed:  
Ho1:  Cost (Bank Charges) has a significant and positive influence on Online Banking service 
in Malaysia.  
Ho2:  Convenience has significant and positive influence on online banking service in 
Malaysia. 
Ho3:  Security has a significant and positive influence on online banking service in Malaysia. 
Ho4:  Online Banking services have significant and positive influence on Customer Service 
Delivery in Malaysia. 
 
5. Methodology 
 
This study applies SPSS statistical tests and AMOS 18 Structural Equation Modeling (SEM) 
software in order to determine the relationship between the postulated hypotheses of behavioral factor 
(cost, convenience and security), online banking and customer service delivery. The survey instrument 
was developed based on literature review, while the variables included in the study have been adopted 
from the existing literature.  
 
Data were collected through online questionnaire from several Universities in West Coast 
Malaysia. Respondents were randomly chosen from the list of both undergraduate and postgraduate 
students. The students’ sample was chosen because they are the most frequent users of electronic banking 
as most of them are staying in the campus far away from the city. Research shows that students are the 
lead users of technology, such as undergraduate and postgraduate students are not different from other 
tech-savvy customers in terms of psychological processes (Ganguli & Roy, 2011). 
 
The statistical procedures and measures used in this paper are methodologies recommended by 
Hair et al. (2006), who suggested that minimum sample sizes between 100 and 150 are required  to 
achieve stable MLE results. Interestingly, 283 students filled up the questionnaires online and all the 283 
surveys are usable, because the system is configured in such a way that one cannot continue with the 
survey without filling all the survey questions. This means that the respondents are more than reasonable 
for this survey. Equally, respondents were the customers of different banks, in which they were asked to 
state their level of agreement with the series of statements stated using a five-point Likert scale ranging 
from “strongly disagree” to “strongly agree.” 
 
5.1 Cronbach’s Alpha 
 
The data collected were analyzed using Cronbach’s alpha coefficient to check its internal 
consistency. The Cronbach’s alpha coefficient is commonly used to measure reliability of the 
questionnaires in surveys. Hair et al. (2006) noted that alpha and construct-reliability values greater than 
or equal to 0.70 and a variance-extracted measure of 0.50 or greater indicates sufficient scale or factor 
reliability. Therefore, the Cronbach’s alpha coefficients of the variables were shown in the table 1 
below. All instruments showed high reliability values (exceeding cut off point of 0.6), which has a 
good internal consistency, with a Cronbach alpha coefficient reported in Table 1 below: 
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Figure 2: Structural Model Of Online Banking And Customer Service Delivery 
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Table 1. Cronbach’s Alpha Coefficient 
 
Online banking services Cronbach’s 
alpha 
No of 
items 
Cost 0.694 6 
Convenience 0.873 6 
Security 0.859 6 
Online banking 0.836 6 
Customer service delivery 0.859 8 
 
 
The full structural model results show that there are 3 correlations and 4 covariances achieving stable 
model fit estimates. Figure 2 displays its indicators of fit table 2: Cmin/DF  = 2.264 (C min =891. 997, 
DF = 394); GFI = 0.820; NFI = 0.811; CFI = 0.884; RMSEA = 0.067. In summary, Figure 2 
empirically shows that online banking has a highly significant influence (ß=0. 93, p=. 0001) on  
customer service delivery (R²=0. 35). 
 
 
 
 
 
 
 
 
Table 2: Model Fit Summary of the Structural Model 
 
These indices suggested that the structural model provides a good fit to the data and yields a 
corroborating value for good model fit. However, it is interesting to note that the covariance link 
between e1 online banking and e2 customer service delivery had a negative magnitude of 0.67. This 
mean that online banking with unknown element was not positively associated with an unknown element 
of customer service delivery 
 
Table 3  shows the goodness of fit of generated or re-specified structural model is better 
compared to the hypothesized model. 
 
Table 3: Model Fit Summary of the Structural Model 
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All the hypotheses are supported, except (Online BankinÅ Cost), which indicated that cost has no direct 
effect of customer service delivery vie online banking. Instead, customers value more on the 
convenience and security factors which have a direct effect on online banking, while on the same vein 
online banking has a direct effect on customer service delivery. Thus, from the result of the hypothesis 
testing, the study has proven that those two constructs namely convenience and security have strong 
evidence of customer satisfaction vie online banking as the mediator linking the relationship between 
Online banking and customer service delivery. 
 
 
6. Conclusion 
 
The primary aim of this paper is to outline the research hypotheses and the procedure employed in 
Structural Equation Modeling (SEM) followed by developing scales to measure online banking and 
customer service delivery in Malayasian Banking Industry. By measuring the factors that influce 
customer service delivery via Online banking using Confirmatory Factor Analysis (CFA), it is revealed 
that these factors have a significant influence with a higher cutoff Goodness-of-Fit Index (GFI) >. 95 and 
RMSEA (spec. < 0.080) (see table 2). Furthermore, the results of the survey provides a strong empirical 
support for the three hypotheses tested by comparing the relationship between the constructs. Figure 2 
shows the final model and highlights the significant relationship in bold. The research provides an 
empirical evidence about the relationship between cost, convenient, security, online banking and 
customer service delivery. This research provides the first investigation into conceptualizing such 
relationships in online banking service within the context of Malaysian banking industry. Essentially, 
the research systematically developed a model of customer service delivery that are mentioned in the 
literature and then empirically tested the model in the context of online banking in Malaysia. Hence, 
evidence about the relationships between online banking, cost, convenience, security and customer 
service delivery was produced. The findings of this paper confirm the existing body of literature on 
the importance of online banking to customer service delivery. It shows that most of the behavioral 
factors positively influence service delivery (Ankit, 2011). Hence, these factors are determinants of 
customer service deliecvry in online banking services. As  such,  this  paper  presents  new  directions 
in  a  service  delivery  research  and  offers  new  directions  to researchers and managers in providing 
service delivery improvement and enable management to identify quality problems and help them plan 
the launch of a quality improvement program, thereby improving efficiency, profitability and overall 
performance. 
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